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§ 426.1 Purpose. 
These rules and regulations imple-

ment certain provisions of Federal rec-
lamation law that address the owner-
ship and leasing of land on Federal 
Reclamation irrigation projects and 
the pricing of Federal Reclamation 
project irrigation water, and establish 
terms and conditions for the delivery 
of Federal Reclamation project irriga-
tion water. 

§ 426.2 Definitions. 
As used in these rules: 
Acreage limitation entitlements mean 

the ownership and nonfull-cost entitle-
ments. 

Acreage limitation provisions mean the 
ownership limitations and pricing re-
strictions specified in Federal reclama-
tion law, including but not limited to, 
Sections 203(b), 204, and 205 of the Rec-
lamation Reform Act of 1982 (43 U.S.C. 
390aa et seq.). 

Acreage limitation status means wheth-
er a landholder is a qualified recipient, 
limited recipient, or prior law recipi-
ent. 

Commissioner means the Commis-
sioner of the Bureau of Reclamation, 
U.S. Department of the Interior. 

Compensation rate means a water rate 
applied, in certain situations, to water 
delivery to ineligible land that is not 
discovered until after the delivery has 
taken place. The compensation rate is 
equal to the established full-cost rate 
that would apply to the landholder if 
the landholder was to receive irriga-
tion water on land that exceeded a 
nonfull-cost entitlement. 

Contract means any repayment or 
water service contract or agreement 
between the United States and a dis-
trict providing for the payment to the 
United States of construction charges 
and normal operation, maintenance, 
and replacement costs under Federal 
reclamation law, even if the contract 
does not specifically identify the por-
tion of the payment that is to be at-
tributed to operation and maintenance 
and that portion that is to be attrib-
uted to construction. This definition 
includes contracts made in accordance 
with the Distribution System Loans 
Act, as amended (43 U.S.C. 421). 

Contract rate means the assessment, 
as set forth in a contract, that is to be 

paid by a district to the United States, 
and recomputed if necessary on a per 
acre or per acre foot basis. 

Dependent means any natural person 
within the meaning of the term de-
pendent in the Internal Revenue Code 
of 1954 (26 U.S.C. 152) and any subse-
quent amendments. 

Direct when used in connection with 
the terms landholder, landowner, les-
see, lessor, or owner, means that the 
party is the owner of record or holder 
of title, or the lessee of a land parcel, 
as appropriate. However, landholdings 
of joint tenants and tenants-in-com-
mon will not be considered direct under 
these regulations. 

Discretionary provisions refer to Sec-
tions 390cc through 390hh, except for 
390cc(b), of the Reclamation Reform 
Act of 1982 (43 U.S.C. 390aa et seq.). 

District means any individual or any 
legal entity established under State 
law that has entered into a contract or 
can potentially enter into a contract 
with the United States for irrigation 
water service through federally devel-
oped or improved water storage and/or 
distribution facilities. 

Eligible, except where otherwise pro-
vided, means permitted to receive an 
irrigation water supply from a Rec-
lamation project under applicable Fed-
eral reclamation law. 

Entity, see definition of legal entity. 
Excess land means nonexempt land 

that is in excess of a landowner’s max-
imum ownership entitlement under the 
applicable provisions of Federal rec-
lamation law. 

Exempt, except where otherwise pro-
vided, means not subject to the acreage 
limitation provisions. 

Extended recordable contract means a 
recordable contract whose term was ex-
tended due to moratoriums established 
in 1976 and 1977 on the sale of excess 
land. 

Full cost or full-cost rate means an an-
nual rate established by Reclamation 
that amortizes the expenditures for 
construction properly allocable to irri-
gation facilities in service, including 
all operation and maintenance deficits 
funded, less payments, over such peri-
ods as may be required under Federal 
reclamation law, or applicable contract 
provisions. Interest will accrue on both 
the construction expenditures and 
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funded operation and maintenance 
deficits from October 12, 1982, on costs 
outstanding at that date, or from the 
date incurred in the case of costs aris-
ing subsequent to October 12, 1982. The 
full-cost rate includes actual oper-
ation, maintenance, and replacement 
costs required under Federal reclama-
tion law. 

Full-cost charge means the full-cost 
rate less the actual operation, mainte-
nance, and replacement costs required 
under Federal reclamation law. 

Indirect, when used in connection 
with the terms landholder, landowner, 
lessee, lessor or owner, means that 
such party is not the owner of record or 
holder of title, or the lessee of a land 
parcel, but that such party has a bene-
ficial interest in the legal entity that 
is the owner of record or holder of title, 
or the lessee of a land parcel. Land-
holdings of joint tenants and tenants- 
in-common will be considered indirect 
under these regulations. A security in-
terest held by lenders, who are not oth-
erwise considered a landholder of the 
land in question, in a legal entity or in 
a land parcel will not be considered an 
indirect interest or a beneficial inter-
est for purposes of these regulations. 

Individual means any natural person, 
including his or her spouse, and includ-
ing other dependents; provided that, 
under prior law, the term individual 
does not include a natural person’s 
spouse or dependents. 

Ineligible, except where otherwise 
provided, means not permitted to re-
ceive an irrigation water supply under 
applicable Federal reclamation law re-
gardless of the rate paid for such 
water. 

Intermediate entity means an entity 
that is a part owner of another entity 
and in turn is owned by others, either 
another entity or individuals. 

Involuntary acquisition means land 
that is acquired through an involun-
tary foreclosure or similar involuntary 
process of law, conveyance in satisfac-
tion of a debt (including, but not lim-
ited to, a mortgage, real estate con-
tract or deed of trust), inheritance, or 
devise. 

Irrevocable election means the execu-
tion of the legal instrument that a 
landholder subject to prior law provi-
sions submits to become subject to the 

discretionary provisions of Federal rec-
lamation law. 

Irrevocable elector means a landholder 
who makes an irrevocable election to 
conform to the discretionary provi-
sions of Federal reclamation law. 

Irrigable land means land so classified 
by Reclamation under a specific 
project plan for which irrigation water 
is, can be, or is planned to be provided, 
and for which facilities necessary for 
sustained irrigation are provided or are 
planned to be provided. 

Irrigation land means any land receiv-
ing water from a Reclamation project 
facility for irrigation purposes in a 
given water year, except for land that 
has been specifically exempted by stat-
ute or administrative action from the 
acreage limitation provisions of Fed-
eral reclamation law. 

Irrigation water means water made 
available for agricultural purposes 
from the operation of Reclamation 
project facilities pursuant to a con-
tract with Reclamation. 

Landholder means a party that di-
rectly or indirectly owns or leases non-
exempt land. 

Landholding means the total acreage 
of nonexempt land directly or indi-
rectly owned or leased by a landholder. 

Lease means any arrangement be-
tween a landholder (the lessor) and an-
other party (the lessee) under which 
the economic risk and the use or pos-
session of the lessor’s land is partially 
or wholly transferred to the lessee. If a 
management arrangement or con-
sulting agreement is one in which the 
manager or consultant performs a serv-
ice for the landholder for a fee, but 
does not assume the economic risk in 
the farming operation, and the land-
holder retains the right to the use and 
possession of the land, is responsible 
for payment of the operating expenses, 
and is entitled to receive the profits 
from the farming operation, then the 
agreement or arrangement will not be 
considered to be a lease. 

Legal entity or entity for the purpose 
of establishing application of the acre-
age limitation entitlements means, but 
is not limited to, corporations, part-
nerships, organizations, and any busi-
ness or property ownership arrange-
ments such as joint tenancies and ten-
ancies-in-common. For purposes of the 
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information requirements specified in 
§ 426.18 only, trusts will be considered 
to be legal entities. 

Limited recipient means any legal en-
tity established under State or Federal 
law benefiting more than 25 natural 
persons. In order to become limited re-
cipients, legal entities must be subject 
to the discretionary provisions through 
either district contract action or irrev-
ocable election. 

Nondiscretionary provisions means sec-
tions 390cc(b) and 390ii through 390zz 1 
of the RRA. 

Nonexempt land means either irriga-
tion land or irrigable land that is sub-
ject to the acreage limitation provi-
sions. Areas used for field roads, farm 
ditches and drains, tailwater ponds, 
temporary equipment storage, and 
other improvements subject to change 
at will by the landowner, are included 
in the nonexempt acreage. Areas occu-
pied by and currently used for home-
sites, farmstead buildings, and cor-
ollary permanent structures such as 
feedlots, equipment storage yards, per-
manent roads, permanent ponds, and 
similar facilities, together with roads 
open for unrestricted use by the public 
are excluded from nonexempt acreage. 

Nonfull-cost entitlement means the 
maximum acreage a landholder may ir-
rigate with irrigation water at a 
nonfull-cost rate. 

Nonfull-cost ratemeans any water rate 
other than the full-cost rate. Nonfull- 
cost rates are paid for irrigation water 
made available to land in a land-
holder’s nonfull-cost entitlement. 

Nonproject water means water from 
sources other than Reclamation 
project facilities. 

Nonresident alien means any natural 
person who is neither a citizen nor a 
resident alien of the United States. 

Operation and maintenance costs or 
O&M costs mean all direct charges and 
overhead costs incurred by the United 
States after the date that Reclamation 
has declared a project, or a part there-
of, substantially complete to operate, 
maintain, provide replacements of, ad-
minister, manage, and oversee project 
facilities and lands. 

Ownership entitlement means the max-
imum acreage a landholder may di-
rectly or indirectly own and irrigate 
with irrigation water. 

Part owner means an individual or 
legal entity that has a beneficial inter-
est in a legal entity, but does not own 
100 percent of that legal entity. A lend-
er, who is not otherwise considered a 
landholder of the land in question, with 
a security interest in a legal entity or 
land owned by a legal entity shall not 
be considered a part owner under these 
regulations. 

Prior law means the Reclamation Act 
of 1902, and acts amendatory and sup-
plementary thereto (43 U.S.C. 371 et 
seq.) that were in effect prior to the en-
actment of the RRA, and as amended 
by the RRA. 

Prior law recipient means an indi-
vidual or legal entity that has not be-
come subject to the discretionary pro-
visions. 

Project means any irrigation project 
authorized by Federal reclamation law, 
or constructed by the United States 
pursuant to such law, or in connection 
with a repayment or water service con-
tract executed by the United States 
pursuant to such law, or any project 
constructed by the United States 
through Reclamation for the reclama-
tion of lands. The term project includes 
any incidental features of an irrigation 
project. 

Public entity means States, political 
subdivisions or agencies thereof, and 
agencies of the Federal Government. 

Qualified recipient means an indi-
vidual who is a citizen or a resident 
alien of the United States or any legal 
entity established under State or Fed-
eral law that benefits 25 natural per-
sons or less. A married couple may be-
come a qualified recipient if either 
spouse is a United States citizen or 
resident alien. In order to become 
qualified recipients, individuals and 
legal entities must be subject to the 
discretionary provisions through either 
district contract action or irrevocable 
election. 

Reclamation means the Bureau of 
Reclamation, U.S. Department of the 
Interior. 

Reclamation fund means a special 
fund established by the Congress under 
the Reclamation Act of 1902, as amend-
ed, for the receipts from the sale of 
public lands and timber, proceeds from 
the Mineral Leasing Act, and certain 
other revenues. 
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Recordable contract means a written 
contract between Reclamation and a 
landowner capable of being recorded 
under State law, providing for the dis-
position of land held by that landowner 
in excess of the ownership limitations 
of Federal reclamation law. 

Resident alien means any natural per-
son within the meaning of the term as 
defined in the Internal Revenue Act of 
1954 (26 U.S.C. 7701) as it may be 
amended. 

RRA means the Reclamation Reform 
Act of 1982, Public Law 97–09293, Title 
II, 96 Stat. 1263, (43 U.S.C. 390aa et seq.) 
as amended. 

Secretary means Secretary of the U.S. 
Department of the Interior. 

Standard certification or reporting 
forms mean forms on which landholders 
provide complete information about 
the directly and indirectly owned and 
leased nonexempt lands in their land-
holdings. 

Water year means a 365-day period (or 
366 days during leap years) whose start 
date is specified within a contract be-
tween Reclamation and the district or 
through some other agreement between 
Reclamation and the district. 

Westwide means the 17 Western 
States where Reclamation projects are 
located, namely: Arizona, California, 
Colorado, Idaho, Kansas, Montana, Ne-
braska, Nevada, New Mexico, North 
Dakota, Oklahoma, Oregon, South Da-
kota, Texas, Utah, Washington, and 
Wyoming. 

§ 426.3 Conformance to the discre-
tionary provisions. 

(a) Districts that are subject to the dis-
cretionary provisions. Unless an exemp-
tion in § 426.16 applies, a district is sub-
ject to the discretionary provisions if: 

(1) The district executes a new or re-
newed contract with Reclamation after 
October 12, 1982. The discretionary pro-
visions apply as of the execution date 
of the new or renewed contract; 

(2) The district amends its contract 
to conform to the discretionary provi-
sions: 

(i) A district may ask Reclamation to 
amend its contract to conform to the 
discretionary provisions; 

(ii) The district’s request to Rec-
lamation must be accompanied by a 
duly adopted resolution dated and 

signed by the governing board of the 
district obligating the district to take, 
in a timely manner, actions required 
by applicable State law to amend its 
contract; and 

(iii) If the requirements of para-
graphs (a)(2)(i) and (ii) of this section 
are met, then Reclamation will amend 
the contract, and the district becomes 
subject to the discretionary provisions 
from the date the district’s request was 
submitted to Reclamation; 

(iv) If the district only wants to 
amend its contracts to become subject 
to the discretionary provisions, the 
amendments need only be to the extent 
required to conform to the discre-
tionary provisions; or 

(3) The district amends its contract 
after October 12, 1982, to provide the 
district with additional or supple-
mental benefits. The amendment must 
also include the district’s conformance 
to the discretionary provisions: 

(i) The discretionary provisions apply 
as of the date that Reclamation exe-
cutes the contract amendment; 

(ii) For purposes of application of the 
acreage limitation provisions Reclama-
tion considers a contract amendment 
as providing additional or supple-
mental benefits if that amendment: 

(A) Requires the United States to ex-
pend significant funds; 

(B) Requires the United States to 
commit significant additional water 
supplies; or 

(C) Substantially modifies contract 
payments due the United States; and 

(iii) For purposes of application of 
the acreage limitation provisions Rec-
lamation does not consider the fol-
lowing contract actions as providing 
additional or supplemental benefits: 

(A) The construction of facilities for 
conveyance of irrigation water for 
which districts contracted on or before 
October 12, 1982; 

(B) Minor drainage and construction 
work contracted under a prior repay-
ment or water service contract; 

(C) Operation and maintenance 
(O&M) amendments; 

(D) The deferral of payments pro-
vided the deferral is for a period of 12 
months or less; 

(E) A temporary supply of irrigation 
water as set forth in § 426.16(d); 
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